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¢ Our cable television industry view: Attractive
We estimate the aggregate equity value of the industry should appreciate 20-
25% in each of 2002 and 2003 (or 45-50% on a cumulative basis).

* ROIC and system values should rise as capex declines over next three years
After 15 years of rising expenditures, new technologies are beginning to have
a profound effect on the profitability and operating risks inherent in
broadband networks.

¢ Benefits of new technologies are accruing to the MS50s and their customers
Digital video, high-speed data, and local telephony are each duopoly markets
with price stability.

& EBITDA growth of 13-14% & declining capex are fuicrums for improving ROICs
Rising ROIC should justify 13-15 times EV/EBITDA ratios for most of the
MSOs.

* Pretax unleveraged free cash flow should reach $260-310 per sub by 2005-06
This compares to marginally breakeven in 2001.

Please see the important disclosures at the end of this report.
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Rise & Fall of Programming/Capital Expenditures

Morgan Stanley & Co. incorporated ("Morgan Staniey”) is
currently acting as financial advisor to Comcast Corp.
("Comcast”} in its announced proposed merger with AT&T
Broadband.

The proposed transaction is subject to, amonyg other things,
the approval of sharehoiders of Comcast and AT&T Corp.
This report and the information provided herein is not in-
tended to (i) provide voting advice, (ii} serve as an endorse-
ment of the proposed transaction, or (iii} result in the pro-
curement, withholding or revocation of a proxy or any other
action by a security holder.

Comcast has agreed Io pay fees to Morgan Stanley for its
financial services, including transaction fees that are
contingent upon the consummation of the proposed transac-
tion.

Please refer to the notes af the end of the report.

Summary and Investment Conclusion

OQur cable television industry view is Attractive, and we
estimate that the aggregate equity value of the industry
should appreciate 20-25% in each of 2002 and 2003 (or 45-
50% on a cumatlative basis). The cornerstone of our At-
tractive view is the hypothesis that nising retuns on in-
vested capital (ROIC) will justify 13-15x enterprise value-
10-EBITDA (EV/EBITDA) ratios for most of the major
multiple system operators (MSOs). Consistent 13-14%
EBITDA growth and declining capital expenditures are the
fulerums for improving ROICs.

The benefits from new technologies are aceruing to the
MSOs and their customers. In many telecommunications
sectors. the presence of multiple carriers has lead 10 price
competition that overwhelmed product innovation and cost
efficiencies. As a result, profitability has declined. Digital
video, high-speed data, and local telephony are each du-
opoly markets with price stability. In previous reports we
have focused on the impact that robust demand for new
services (digital video. cable modems, and cable telephony)
will have on revenue growth and ROIC.

We believe that ROIC and system values also will rise as
capital expenditures decline over the next three vears.
After 15 years of rising expenditures, new technologies are
beginning to have a profound effect on the profitability and
operating risks inherent in broadband networks.
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e Historically, the types of hardware employed defined
the capabilities of systems. Looking ahead, the capa-
bilities of systems will be defined by the types of sofi-
ware employed, in our view. This shift signals a re-
duction in required or recurring capital expenditures.

s  Software-defined networks are more complex than uni-
directional networks. Operating expenses, mainly the
people needed 1o run the networks, should rise signifi-
cantly. EBITDA margins of the MSOs should become
far less homogenous. New service penetration (i.c.,
utilization), clustering, and network provisioning
should become the drivers of EBITDA margins.

We have employed discounted cash flow models as the
principal valuation methodology for arriving at the 13-15x
EV/EBITDA range noted above. The last section of this
summary uses a generic industry mode! to demonstrate the
value of a typical cable television system or subscriber.

Average Capital Expenditures Should Decline from $250
to $120-150 per Subscriber

Over the past five years the cable television industry has
incurred massive expenditures te rebuild its networks. Tra-
ditional “tree and branch” one-way networks were replaced
with two-way hybrid fiber-coaxial networks. Most of the
rebuild programs will be completed in 2002 (Cox, Comcast,
AOL Time Warner, and Insight) or 2003 (Cablevision,
Charter, Adelphia, and AT&T Broadband). During the pe-
riod from 1998 through 2002, annual capital expenditures
averaged $230 per subscriber.

Just under one-half of the 1998-2002 capital expenditures,
or $90-110 per subscriber, were related to the rebuild pro-
grams. We estimate that that the typical cost to rebuild 2
cable system was $500 per subscriber (Exhibit 4), A rypical
system project takes 18-24 months to complete, but an en-
tire company takes about four years as there is a practical
limit to the number of projects that can be managed simul-
taneously. Success-based expenditures, which directly cor-
relate with new service deployments, were another $50-80
per basic subscriber. The remaining $60-70 per subscriber

is normal recurring network requirements.

We expect that capital expenditures per subscriber will drop
to $170 in 2003 and average $150-160 in 2004-2007. The
decline will mirror the completion of the rebuilds. The av-

Please see the important disclosures at the end of this report.
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erage capital expenditures in later years will be the sum of
normal recurring maintenance and incremental customer
premises equipment to provide new services. It should be
noted that the 2004-2007 capital expenditure forecast in-
cludes about $20 per basic subscriber per year for telephony
depioyments.

Maintenance Budgets and Incremental Capacity Should
Be $60-70 per Subscriber

We estimate that replacement capital expenditures will
gradually rise from $50 per subscriber to $60. Additional
bandwidth and system extensions should add another $10-
15 and $15-20 per subscriber, respectively. The financial
risk of maintenance budget overruns is minimal. Almost
every cable system expenses the cost of replacing compo-
nents that fail before the end of their useful life.

Exhibit 7 illustrates the maintenance expenditures for a re-
built hybrid fiber-coaxial system. The useful life of the
network components is the most significant assumption.
From the 1950s through the late 1990s, the useful life of a
network was not defined by the physical life of the assets.
Instead, every 7-8 years the industry would retrofit its sys-
tems to expand the bandwidth in order to offer new serv-
ices. We estimate that the actual useful life for most com-
ponents is 10-12 years.

Over the next decade electronics and software will cut the
cost of additional bandwidth to one-quarter of the historical
cost. We estimate that the cost to quadruple the effective
bandwidth of a system, by reducing the average node from
1,000 to 250 homes, is about $125 per subscriber {Exhibit
6). Construction labor costs are $60 per subscriber, or about
25% of the level incurred in the original rebuild. We as-
sume that the bandwidth augmentation occurs in 2005
through 201().

Reducing the average node size from 1,000 homes to 250
homes would essentially allow all of the MSQ’s subscribers
10 simultaneously use VOD (video on demand) and receive
1.5 megabits per second of data service. The augmented
system would also have telecommunications grade reliabil-
ity. Please note that our current demand forecasts do not
require this level of capacity, and we expect a large portion
of the capacity will be held in reserve.

New Service Expenditures Should Be $50-80 per Sub-
scriber

Additional penetration of new services will probably require
$50-80 of annual capital expenditures per basic subscriber.
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The cost of a digital set-top is currently $280 (including
installation costs), or less than two-thirds of its price in
2000. Similarly, the cost of a DOCSIS 1.0 cable modem
has dropped 75% in the last 24-36 months 10 $85 per unit.

Servers and routers, the central core of interactive services,
are marginal costs at best. At current prices the servers re-
quired to facilitate the VOD capability would be about $60
per digital customer or $30 per basic customer assuming
50% digital penetration. The routers for the data service
would be $150 per high-speed data customer if 1.5 megabits
per second was the standard service (300-500 kilobits per
second is the current standard). The routers could be in-
stalled over a 5-7 year period as the standard is gradually
raised.

The Risks Are in the Human Element

Complex technology requires sophisticated empioyees.
Over its history the cable industry has followed the financial
paradigm that the lowest costs produce the highest retums.
We suspect that future will not be as simple.

A typical cable system of 300,000-400,000 homes will need
at least 100 specialized technicians to support its interactive
and high-speed data services. Flow-through provisioning is
the current industry mantra. For laymen, it essentially
means that al} of the network elements and customer prem-
ises equipment can be controlled through software. The
various software elements must be integrated and minimize
multiple human touches.

Software and technicians are fixed costs. Operating lever-
ape is a two-dimensional concept. Clustering creates the
largest potential footprint and penetration is akin to network
utilization. Two exampies highlight the potential impact of
operating leverage

Cox has launched digital, data, and telephone services over
the last five years with minimal start-up losses, Ithasa

high degree of clustering and this allowed the penetration of
its services to match the increase in its fixed-cost base.

AT&T incurred large start-up losses on data and telephony
services in 1999-2001. Its initial level of clustering was far
behind Cox, and its provisioning systems, especially for
telephony, were rudimentary. Headend consolidation and
back-office integration should allow AT&T gradually to
return to normal 38-40% EBITDA margins by late 2003 or
early 2004,

Piease see the important disclosures at the end of this report.
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Price stability is the other key ingredient for healthy
EBITDA margins. We estimate that the technical systems,
backbone, and customer service expenses for a high-speed
data subscriber average $20 per month. These costs are a
direct function of the technology employed and do not vary
with revenue. At a 345 per month service rate, the margin
on an incremental subscriber is 55%. A $10 drop to $35 per
month cuts the margin to 43%. Telephony and interactive
video display the same characteristics.

How to Value a Broadband System

Valuing a cable television system is a study in operating
leverage. Broadband services have historically shown very
modest economic sensitivity. In contrast, broadband oper-
ating and capital costs are inexorably tied to technology
cycles.

¢  Once network rebuilds are completed, capital expendi-
tures should finally decline for the first time in 15
years. No other indication may be as critical in proving
the hypothesis of rising ROICs.

¢  Pretax unleveraged free cash fiow (EBITDA less capi-
tal expenditures) was marginally above breakeven in
2001 and should reach $260-310 per subscriber by
2005-2006. The principal risk is probably in the oper-
ating margins rather than in the forecast revenue
growth and capital expenditures.

¢  Clustering and new service penetration are the keys to
leveraging the fixed operating costs that result from
complex technologies, in our opinion. The best opera-
tors can probably sustain 40-45% operating margins
while the laggards may decline toward 35%.

*  Price siabilitv can also drive margins. However. price
leadership 1s a direct funcuon of driving penetration
and establishing dominant market share. Price in-
creases for data services have become practical as the
RBOCs have consistently failed to dernonstrate an in-
terest in a competing service. Interactive video is a
wild card. Broadband technology is superior to satel-
lite/PVR (personal video recorder) systems, but the
spoils will likely go to the first mover rather than the
best system.

We use a discounted cash flow model as our primary
vajuation methodology. Exhibits 1-3 illustrate the results
for the entire industry, which can be viewed as a proxy for a
generic system. Including telephony we estimate that the
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average cable television system is worth 14-15 times current
EBITDA. "The mittiple falls 1o 13-14 if telephony is ex-
cluded.

There is no question that the single most important input is
the operating forecast. The ecarly years, 2002-2003, are es-
pecially important as they serve as the base for establishing
trends. 1t should be noted that the industry displays a sharp
acceleration of EBITDA growth o 15-17% in 2002-2004.
About 200-300 basis peints of the annual growth is due to
the rapid improvement in EBITDA margins at AT&T
Broadband. Most of the margin improvement at AT&T
Broadband is due to the critical mass reached in its teleph-
ony services, and a resulting shift from start-up losses to
ncremental EBITDA. Without AT&T, the EBITDA
growth for the rest of the industry is 13-14%.

The discount rate is another crucial variable. We assume
an 11.75% weighted average cost of capital. Equity is as-
sumed to have a 15-17% required rate of return, leverage is
expected to average 40-50% of the total market capitaliza-
tion, and taxes are set at 40%.

The terminal value is the component that is most ofien
overlooked, We estimate that the average terminal value is
9.5-11.5 times forward EBITDA. The ratio is based on the
theory that revenue growth will drop to 6-8% after all of the
new services reach relatively mature penetration levels.
The EBITDA multiple is also equivalent to about 20 times
NOPAT (i.c., unlevered afier-tax earning power).

Technelogy should lower capital expenditures, which, in
turn, should increase free cash flow and, finally, culminate
in robust terminal values. If this thesis is wrong, each 10%
increase in long-term capital expenditures will lead to a
4-5% reduction in svsiem values

From another perspective, if capital expenditures are higher
than expected, then future depreciation charges will also
rise. Higher depreciation leads to lower NOPAT and lower
ROIC. Terminal EBITDA and NOPAT multiples would
both be compressed by lower ROIC.

Conversely, in 1996, interactive video was still a dream and
high-speed Internet service was as yet undiscovered. I
improvements in technology lead 10 more services, revenue
growth could be understated. The revenue, margin, and
capital expenditure assumptions in our current model are
intended to represent a base case,

Please see the important disclosures at the end of this report.
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Eaxibit 1

US Cabie Industry Discounted Cash Flow Analysis
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Exhibit 2

US Cable industry Discounted Cash Flow Analysis (cont.) -
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Exhibit 3
US Cabie Industry Discounted Cash Flow Analysis
pLL) 2000 2001  2002F  003F 2 MMME  2008F  2006E  2007E  2008F 2 2O09F 0 200 0 MUIE  JQLXE
Plant M per Basic Subacrib 40.00 40.80 4162 4242 4330 “1s 4508 4595 4687 47480 8.7 “.n 30.73 5
Anabop Se1-top Mamt. per Basic Subseriber 1500 12.00 9.00 6.00 3.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
» per Basic i . 55.0¢ $2.80 50.62 4545 4630 4.6 4505 4395 45,87 47.80 45 T6 49.73 3073 51
Ltne Exsengions per Home Passd ) 300.00 300.00 500.00 50000 500.00 500,00 50000 30000 50000 $00.00 $00.00 500.00 500.00 300.00
Rebuild/Upgrades per Banc Subscriber H13a 107.17 110.08 447 4743 46.00 s B2 2500 25.00 0.00 0.0 0.00 0.00
HSD N per HSD Subacry 2500 60.00 35.00 3000 28.50 27.08 mn 24 44 1 2208 2094 1990 |} L1 179
HSD CPE Equipmem Life ] 5 £ 5 5 5 b H 5 H] H & ] L]
HSD CPE per Net Addinon 42500 300.00 175.00 150.00 142.30 13538 128.61 122.1% 11687 te02e 14 75 99.51 8454 [ ]
Digital Marmenance per Digial Subscriber 1853 N.oe 6393 5154 51.79 46561 4) 95 kA 3398 3058 .52 4T 229 2006
Diptal CPE Equipmen Life 7 7 ? K 7 E; 7 7 F L ? 7 7 ki
Cost per Digital Smistor 42500 382.50 344 25 30983 278.84 2309¢6 22586 20328 18295 164.65 14819 13337 F20.03 108 03
Dngital Set-tops per Dipital Submeriber 1 1.0 15 1.3x 1.3x 13 L3x 13a 13 E3x 1 1.3x 1Y 13
Digital CPE per Ny Additon 55250 49725 447,53 40277 362.50 32625 29362 16426 21133 214,05 192.04 17338 156.04 14044
Teiep per Telephony Sub. 10714 9286 7857 4.4 091 6737 64.00 o0.80 Lrh M8 5212 4952 47.04 0%
Telephony CPE Equrpment Life 7 7 7 7 ? 7 1 7 7 1 .1 7 7 7
Telephony CPE per Net Adihon 750.00 650.00 55000 CSRISD 49638 47156 4ATOR T N25AR 4N ABAN9 T NedR Mosa C INM nim
Sl Expendiores
Genersl Mamichance 36401 35238 33946 32634 1315 32130 32965 LMLS 34693 33586 M98 1 MIZ 18380
Line Extensions 38006 1o 5934 800.0 066 $132 6200 626.3 6337 540.7 417 654 8 662.0
Rebuild amd Upgrade Programs 7495 THEZT 66193 3MA3 32618 2,734 290 18040 1.814.3 0.0 00 o0 0.0
HSD Mamtenatx 1626 1982 254 4127 %0 8589 789 [T} 941 .0 9932 10224 10321 10268
HSD Subscriber CPE T80 591.7 Ly, X 1800 1519 473 N8 #61.1 3656 4356 1554 .7 2054
Digiua) Mamienance 4 5 7510 10018 11632 12458 12733 12647 12335 LIS 11358 10743 10204 9603
Digite! Subscriber CPE 25517 26167 22080 16786 12756 o1 T 633.5 5353 436.1 33rs 0.0 1950
Telephony Maienance 453 -] 1448 2131 306.¢ 4292 5701 9.6 M 8521 880.) 5565 LI
Telephony Subscriber CPE 3930 819 4765 6055 Mo 10812 12N 10372 813 608§ 4095 366 KHLX
Total 16.026.5 164029 153969 J2.027.0 120078 119420 120042 109425 107543 GABCE  X3TR B34 20909
IITAETT . 2386345 219ME3 TTDE2SE  TOSMMA 1646231 ISTATEZ  ISTAN0SC 1481884 ° TI3SA6] TTATSTA ~110M2 1090647

Toual per Basic Subscriber

Source: Morgan Stanley Research Estimates
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Exhibit &
Fiber-to-the-Node Upgrade and Rebuiid Capital Expenditures for Average System
Homes Passed 40,000
Basic Subscribers 260,000
Bask Penetration 65.0%
Total Number of Nodes 400
Node Size - Homes Passed 1000
Node Size - Basic Subscribers 650
Original Topology Homes per Mile 90
Original Topology Total Route Miles 4444
New Ring-in-Ring Route Miles 0
Ring-in-Ring Miles a5 % Orig. Miles 0.0%
Adj. Ring-in-Ring Tota] Route Miles 4444
Adj.Ring-in-Ring Homes per Mile %0
Trunk as % of Toml Miles 20.0% - A
Underground Congiruction as % 40.0%
Trunk Miles - Aerial 5331
Trunk Miles - Underground 355.6
Feeder Miles - Acrizl 2,1333
Feeder Miles - Underground 14222
% of Feeder Replaced in Rebuild 40.0%
New Ring-in-Ring Mibes - Aerial 0.0
New Ring-in-Ring Miles - Underground 0.0
‘Full Rebuild Annual Maintetusce
Linit Units Towl % of Maint. Annual
i Coms Towl Cycle Conl
Laser Transmitiers $6,00000 per unil 1.0 nodes per laser™ 32400000 -  TII% ‘50 0 M¥0.000
Optical Receivers $2,000.00 per unit 2.0 per node 1,600,000 1.5% 50 320,000
Retum Lasers $2.000.00 per unit 1.0 per node £00.000 0.7% 5.0 160.000
Fiber Trunk Cable $0.75  per foot 3,520,000 3.2% 20.0 176,000
Underground Trunk Construction $2.00 per foot 16,896,000 15.5% 200 844,200
Acrial Trunk Constryction $1.50 per foor 4,224,000 39% 200 211200
Fiber Ring-in-Ring Cable $0.75 per foot - 0.0% 200 .
Underpround Ring-in-Ring Comstruc. $5.00 per foo 0.0% 200 -
Aerigt Ring-in-Ring Construction $1.50 per foot 0.0% 200 -
Coaxial Feeder Cable 51.00 per foor 7.509.333 6.9% 20.0 375.467
Underground ¥eeder Construction $9.00 per foor 27,033,600 24.8% 20.0 1,351,680
Aerial Feeder Construction $1.50 per foox 6.758.400 6.2% 200 337920
Line Extenders $500.00 per umit 6.0 per milie 10.666.667 9.8% 100 1.066,667
Line Extender Installation $200.00 per unin 4266667 39 10.0 426,667
Power Supply 530.00 per subser. 7.800.000 7.2% 75 1,040,000
Other Feeder Electromics 320,00 per subscr. 5.200.000 4.8% 1.5 693,333
Other Feeder Electranics installation $8.00 per subscr. 2,080,000 19% 7.5 27733
Drop Cable & Installation $80.00 perdrop 40.0% of Subs. 3320000 7.6% 100 2,080.000
Toral Expenditares $109.074.667 100.0% SO.841.067
Cost per Route Mile $24.541 .80 $2.214.24
Cost per Home Pagsed 272.69 24.60
Total Cost per Subscriber $419.52 100.0% $37.85
Fiber & Laser Coss per Subscriber 32,00 146% 437
(nher Material Costs per Subscriber 151.91 362% 20.21
Labor Casts per Subscriber 235.61 56.2% 13N

Source: Morgan Stanlev Research Estimates
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Exhibit §
Line Extension Capital Expenditures for an Average System
Homes Passed 400.000
Basic Subscribers 260,000
Basic Penetration 65.0%
Annual New
Construction
New Homes Passed 5,000
New Subscribers 3.250
Household Growth Rate 1.25%
Total Number of Nodes 5
Node Size - Homes Passed 1000
Node Size - Basic Subscribers 650
Original Topology Homes per Mile 90
Originat Topology Total Route Miles 56
New Ring-in-Ring Route Miles 0
Ring-in-Ring Miles as % Orig. Miles 0.0%
Adj. Rinp-in-Ring Total Route Miles 56
Adj.Ring-in-Rmg Homes per Mile 90
Trunk as % of Total Miles 20.0%
Underground Construction as % 40.0%
Trunk Miles - Aerial 6.7
Trunk Miles - Underground 44
Feeder Miles - Aerial 267
Feeder Miles - Underground 17.8
% of Feeder Replaced in Rebuild 100.0%
New Ring-in-Ring Miles - Aerial 0.0
New Ring-in-Ring Miles - Undergronnd 0.0
New Constryction
Unit Units Tonal % of
Coms Reauirements Cogts Tota!
Laser Transmitiers $6.000.00 per unit 1.0 nodes per laser $30,000 1.3%
Optical Receivers $2.000.00 per unit 2.0 per node 20,000 0.9%
Return Lasers $2.000.00 per unit 1.0 per node 10,000 0.4%
Fiber Trunk Cable 30.75 per foot 44,000 1.9%
Underground Trunk Construction $£9.00 per foor 211,200 9.2%
Aerial Trunk Construction 51.50 per fool 52.800 213%
Fiber Ring-in-Ring Cable $0.75 per foot - 0.0%
Underground Ring-in-Ring Ceomstrue. 59.00 per foot - 0.0%
Aerial Ring-in-Ring Construction $1.50 per foot - 0.0%
Coaxial Feeder Cable S$1.00 per fon 234.667 10.2%
Linderaround Feeder Construcuon SUAKE per ey Nad Ko 364
Aerial Feeder Construciion $1.50 per oot 211,200 9.2%
Line Extenders $500.00 per unit 6.0 per mile 133,333 58%
Line Exiender Instaliation $200.00 per unit 53,333 2.%%
Power Supply $30.00 per subscr. 97,500 43%
Other Feeder Electronics $20.00 per subscr. 65,000 2.8%
(nher Feeder Electronics Instaliation $8.00 per subscr. 26,000 1.1%
Drop Cable & installation $B0.00 per drop 100.0% of Subs. 260,000 11.3%
Total Expenditures $2.293 833 100.0%
Cost per Route Mile 541.289.00
Cost per Home Passed 458.77
Toral Cost per Subscriber 3705.719 100.0%
Fiber & Laser Cosis per Subscriber 3200 4.5%
Other Material Costs per Subscriber 24323 34.5%
Labor Costs per Subscriber 430.56 61.0%

E= Morgan Stanley Research Estimates

Broadband Cable Television ~ April 5, 2002
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Exhibit 6
Line Extension Capital Expenditures for an Average System - 250 Home Node, 4-Way Split
Incremental
Original Revised Nodes and
Icwology  Iocology Rowe Miles
Homes Passed 400,000 400,000 0
Basic Subscribers 260,000 260,000 0
Basic Penetration 65.0% 65.0%
Total Number of Nodes 400 1600 1200
Node Size - Homes Pagsed 1000 250
Node Size - Basic Subscribers 650 163
Original Topology Homes per Mile 90 20
Originat Topology Total Route Miles 4,444 4,444 0
New Ring-in-Ring Route Miles 0 67 667
Ring-in-Ring Miles as % Orig. Miles 0.0% 15.0% '
Ring-in-Ring Miles per Node 0.0 B4
Adj. Ring-in-Ring Total Route Miles 4,444 5,111 667
Adj.Ring-in-Ring Homes per Mile 90 T8 :
Trunk as % of Tolal Miles . 200% 20.0%
Underground Construction as % 40.0% 40.0%
Trunk Miles - Aeria! 533 533 0
Trunk Miles - Underground 356 356 [
Feeder Miles - Aerial 2,133 2,133 0
Feeder Miles - Underground 1422 1,422 0
New Ring-m-Ring Miles - Acrial 0 400 400
New Ring-in-Ring Miles - Underground 0 267 267 -
Unit Units Total %ol
Conts i Cogis Toial
Laser Transmitiers $6,000.00 per uni 1.0 nodes per laser  $7,200,000 21.9%
Opmical Receivers $2.000.00 per unit 2.0 per node 4,800,000 14.6%
Return Lasers $2,000.00 per unit 1.0 per node 2,400,000 13%
Fiber Trunk Cable $0.75 per foot - 0.0%
Underground Trunk Construction 59.00 per foot - 0.0%
Aerial Trunk Construction $1.50 per foot - 0.0%
Fiber Ring-in-Ring Cable $0.75 per foot 2,640,000 8.0%
Underground Ring-in-Ring Construc. $9.00 per foot 12,672,000 38.5%
Aerial Ring-in-Ring Construction 51.50 per foon 3,168,000 %.6%
Coaxial Feeder Cable 31.00 per'foo - 0.0%
Underpround Feeder ¢ onsiruciio $9.00 per tom 0.
Aerial Feeder Construciion $1.50 per foor - 0.0%
Line Extenders $500.00 per unil 6.0 per mile - 0.0%
Line Extender Installation $200.00 per unit - 0.0%
Power Supply $30.00 per subscr. - 0.0%
Other Feeder Electronics $20.00 per subscr - 0.0%
Other Feeder Electronics Installation $8.00 per subecr. - 0.0%
Drop Cable & Instaliation $80.00 per drop 40.0% of Subs, - 0.0%
Tots! Expenditures $32 830,060 100.0%
Cost per Route Mile §7.398.00
Cost per Home Passed 8220
Towal Cost per Subacriber 512646 100.0%
Fiber & Laser Cosis per Subscriber 65.54 51.8%
Other Material Coms per Subscriber 0.00 0.0%
Labor Cots per Subscriber 60.92 48.2%

E= Morgan Sianley Research Estimates
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Exhibit 7
Fiber to the Node - Maintenance Expenditures Post 4-Way Split
Homes Passed 400.000
Basic Subscribers 260,000
Basic Penetration 65.0%
Towl Number of Nodes 1600
Node Size - Homes Passed 250
Node Size - Basic Subscribers 163
Original Topology Homes per Mile 90
Ongmal Topology Total Route Miles 4,444
New Ring-in-Ring Route Miles 667
Ring-in-Ring Milcs as % Orig. Miles 150% - it
Adj. Ring-in-Ring Total Route Miles 5,111
Adj.Ring-in-Ring Homes per Mile 78
Trunk as % of Totsl Miies 20.0%
Underground Construction as % 40.0%
Trunk Miles - Aerial 5333
Trunk Miles - Underground 3386
Feeder Miles - Aerial 2,1333
Feeder Miles - Underground 14222
% of Feeder Replaced in Rebuild 40.0%
New Ring-in-Ring Miles - Aerial 200.0
New Ring-in-Ring Mibes - Underground 266.7
: Original Costs Annual Maintenance
Unit Units First Smge  Node Split Touwl Maint. Annual

Cosis Requismaens Cogs Coms Casts Cyclc Cast
Laser Transmitiers $6.000.00 per umit 1.0 per node $2,400,000 $7.200000 $9,600.000 50 51920000
Opiical Receivers $2.000.00 per unit 2.0 per node 1,600,0000 4,800,0000 6.400,000.0 50 1,280,000
Rewrn Lasers $2.000.00 per unit 1.0 per node 8000000 24000000 3,200,000.0 50 640,000
Fiber Trunk Cabile 30.75 per foo 3,520,000.0 0.0 35200000 20,0 176,000
Underground Trunk Construction £9.00 per fool 16,896,000.0 0.0 16,896,0000 20,0 844,800
Acrial Trunk Construction $1.50 per fool 4,224,000.0 0.0 42240000 200 211,200
Fiber Ring-in-Ring Cable $0.75 per foot 00 26400000 2.640,0000 200 132,000
Underground Ring-in-Ring Construc. $9.00 per foot 00 12,672.000.0 12,672,0000 200 633,600
Aerial Ring-in-Ring Construction $1.50 per foor 00 3,1680000 3.168,000.0 200 158.400
Coaxial Feeder Cable $1.00 per foot 7.509.3333 0.0 75093333 200 375,467
Underground Feeder Construction $9.0C per foot 27.033,600.0 0.0 27,033.600.0 200 1,351,680
Acria) Feeder Construction $1.50 per foot 6,758.400.0 0.0 6,758.400.0 200 337,920
Line Exienders $500.00 per unit 6.0 per mile 10,666,666.7 0.0 10.666,666.7 10.0 1,066,667
Line Extender Installation $200.00 per unit 4,266,666.7 0.0 4266,666.7 100 426,667
Power Supply $30.00 per subscr. 7,800,000.0 0.0 7.800,0000 15 1,040.000
Other Feeder Elecirotics 520.00 per subscr. $,200,000.0 00 5.200,0000 75 693,331
Other Feeder Electronics Instalianon $8.00 per subscr. . 2.080.000.0 0.0 2.080.000.0 1.5 27733
Drrop Cahie & Instalianon SRO.00 per drop 40.0% of Sub 2200000 00 83200000 0 2.0R0.000)
Total Expenditures $109,074,667 532,880,000 $141.954,667 513,645,067
Cost per Route Mile $24.54180  $7,9800 53193980 $3,070.14
Cost per Home Passed 272.69 82.20 354 89 3411
Total Cost per Subscriber $419.52 $126.40 $545.98 $52.48
Fiber & Laser Coats per Subscriber 3200 65.54 9754 15.95
COther Matetial Costs per Subscriber 15191 0.00 15191 0.21
Labor Costs per Subscriber 235.61 60.92 296.53 16.31

£= Morgan Sianley Research Estimates
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. Exhibit 8
Broadband Service Provider Capital Expenditure Forecast, 2000-2006E
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Exhibit §
Broadband Service Provider Capitai Expenditure Forecast, 2000-2006E
Dollars in Milligns
Pro Forma
2001 2000 2001E 2002E 2003E 2004E 200SE 2006E
imt tensh

Adelphia $287.4 $284.1 $2925 $328.3 53332 33382 $343.2 $348.3
AT&T 13064 1,652.4 1,505.7 12755 1356.8 1.447.1 1,538.3 16303
Cablevision 256.7 2524 256.7 2864 3190 356.2 3927 4239
Charter 71554 598.8 7554 692.4 7108 729.7 7392 748.2
Comcast 383.2 2923 454.9 4478 492.8 5430 598.8 661.1
Cox Communications 3480 2891 348.0 3998 T 4039 . 361.2 3982 404.1
AOL Time Wamer 5943 5324 594.3 6743 1374 807.0 BlILS 816.0
Insight Communicanons 56.5 41.8 56.5 513 $6.1 614 67.5 710
Gther Operators 831.3 650.9 831.3 £30.4 881.3 926.5 983.6 1.030.8
Total Maintenance & Extension CapEx $4,851.7 $4.621.1 $5,127.8 $5,0164 $58.326.7 55,6072 §59178 $6,184.1
HFC Rebullds snd Uprades
Adelphia $1.635.5 $750.9 $1,635.5 $1.278.4 $376.0 $0.0 $0.0 300
AT&T 400.0 1,000.0 400.0 1,084.9 1.006.8 5429 0.0 0.0
Cablevision 759.2 548.5 7592 7084 100.0 0.0 0.0 0.0
Charter 1.525.0 17121 1,525.0 L1500 o300 L 00 0.0 0.0
Comcast 318.6 7104 BS52 421.0 Y vy 0.0 0.0 0.0
Cox Communications 9429 1.084.3 59429 7289 4082 0.0 o0 0.0
AOQL Time Warner 514.8 713.8 514.8 200.0 0.0 0.0 0.0 0.0
insight Communications 146.3 1502 146.3 110.9 338 00 00 0.0
Other Operators 883.8 699.3 __ 8838 916.8 941.5 946,7 9809 955.7
Total HFC Rebuilds snd Upgrades $7,726.0 57,4298 $7,662.7 $6,619.3 $3,343.% 51.489.1 $950.9 §955.7
Digital Video Compression
Adelphia £390.1 $239.3 $390.1 33602 $371.6 33526 $310.7 $270.0
AT&T 766.7 §76.3 T66.7 891.6 805.3 924.1 1,047.8 1,183.4
Cabievision 16.8 7.7 168 644 1424 95.2 84.3 104.2
Charter 506.8 539.9 506.8 338.8 2914 265.8 2838 iy
Comcast 319.1 259.6 3190 2477 2378 2464 2459 240.2
Cox Communicanons 247.0 2527 2470 281.8 2594 257.6 264.4 2762
ACOL Time Warner 768.0 599.1 768.0 489.5 448 8 362.3 369.5 387.5
Insight Communicanons 26.2 148 26.2 291 2.8 39.7 43.3 356
Other Operators 115.8 93.5 115.8 105.1 107.0 100.0 100.7 106.0
Total Digital Video Compression $3.1%6.0 $2.582.9 $3,156.6 $2508.2 5246965 $2,643.6 $2,7502 52,9149
High S Cabie Data
Adelphia $77.6 $39.1 $776 $122.6 51230 31316 51514 $159.2
AT&T 3876 3333 3876 526.5 655.4 792.1 93188 11155
Cablevision 78.9 97.0 789 7.6 69.6 70.6 738 779
Charte 245+ 126.6 245 20947 2859 226 1800 4247
Comcast 223y 183.% 223y 21048 Wla 2220 200 2900
Cox Communications 150.0 1776 150.0 §62.1 182.2 205.6 PECN 2540
AQOL Time Wamer 3439 252.7 3439 3t5.1 2978 321.8 3672 4103
Insight Communications 304 218 304 272 37.1 427 495 59.6
Other Operators 154.1 123.9 154.1 £67.0 178.5 200.3 2295 260.2
Total High Speed Data 51.692.0 $1,3%6.0 $1,692.0 31,8963 $2,030.7 $2,3094 $2,6739 $3,050.7
Total Cable Television
Adelphia 32.3%0.6 $13133 $2,395.7 52,0894 $1,203.8 58223 $805.3 $7177.6
AT&T 2.860.7 3.562.1 3.060.0 3.778.4 38243 3.706.2 35249 3,929.2
Cablevision 1,116 905.7 LilL6 1.130.9 631.0 5220 5558 605.8
Charter 30328 29714 3.032.% 24754 1,338.0 1,J8 1.382.5 14844
Comcast 1.844.9 1.446.1 1,853.3 1.326.% 1,359.3 10118 1,145 1,196.3
Cox Communications 1.687.9 1.803.8 1.687.9 1.572.6 1.253.7 8244 896.8 9343
AQL Time Wamer 22210 2,158.0 2,221.0 1.679.0 1.484.0 1,491.1 1.548.3 1.613.8
Insight Communications 2594 228.6 2594 2184 159.8 143.8 160.2 1722
Other Operators 1.985.0 1.567.7 1,985.0 2.039.2 2,108.3 2,173.0 2.264.7 2,352.7
Sub Total Cable Television $1739319 $15.962.6 5$17,606.7 $16310.0 $13,3612 5120124 51‘2“,253.0 $13,061.1

E= Morgan Stanley Research Estimates
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Exhibit 10
Broadband Cable Service Provider Capital Spending, 2000-2005E
Pro Forma i

Dollars in Millions 2001 2000 2001 2002F 2003E 2004E 2005E 2006E
Teigphony(Residential)
Adelphia $0.0 50.0 50.0 500 $53.7 $215.) $427.7 $263.1
AT&T 451.0 633.9 4510 6503 789.1 902.0 624.1 600.9
Cablevision 574 74 574 62.6 280 441 56.9 613
Chaner 0.0 0.0 0.0 5.5 290 178 143.0 26i1.1
Comcast 0.0 0.0 0.0 56 18.4 727 163.0 206.1
Cox Communications 196.5 234.4 196.5 144.6 1384 154.8 1702 159.4
AOL Time Wamer 0.0 0.0 0.0 739 2175 "4337 669.6 776.3
Insight Communicatsons NA 0.0 51.7 83.2 302 440 413 399
Other Operators 0.0 00 - 08 - 00 65 .6- 247.0 —401.6 302.7
Total Tetephony $704.8 $875.8 $762.% $1,0258 $1,365.9 $2,231.4 $2,7873 52,6708
Total Capital Expenditares
Adelphia 2,390.6 1313.3 2,398.7 2,089.4 1,2574 1.0374 1233.0 1,040.7
AT&T 33117 4,196.0 3,5110 44287 46134 4.608.2 4,149.0 4,530.1
Cablevision 1.169.0 913.2 1.169.0 1,193.5 659.) 566.1 612.7 667.1
Charter 30328 29774 30328 24810 1367.1 14359 15255 1,745.5
Comeasi 1.844.9 1.446.1 1,853.3 133121 13777 1.084.2 12775 1397.4
Cox Commumications 1.884.4 2,038.2 1.884.4 LN72 1,392.2 979.2 1.067.0 1,093.6
AQL Time Warner 22210 2,158.0 22210 1,752.9 1,701.5 1.924.8 22178 2.390.2
insight Communications 3170 2286 317.0 3016 1900 187.9 2015 212.1
Other US Operators 1,985.0 1.567.7 19850 203927~ 27693 2.420.0 2,756.4 2,655.4
Total Cable + Telephony Capital Expenditures 518,1564 5168384  $183692  $17,3388  $14,728.]  $14.243.7 5150404  §15,731.9

25.8% 9.5% -5.6% -15.0% -3.3% 5.6% 48%

E= Morgan Stanley Research Estimates

Broadband Cable Television — Apnil 5, 2002

Please see the important disclosures at the end of this report.
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Exhibit 11

Broadband Cable Industry: Return on Net Assets Employed and Return on Net Tangible Assets
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F - Morgan Stanley Research Fstimates

Broadband Cable Television — April 5, 2002

Please see the important disclosures at the end of this report.
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Exhibit 12

Selected North American Broadband Service Provider Trading Multiples

Doflars in Milions, Except Per Dan

Entzrprise Value
A12/1002 + + + - =-
Fubly 1¥iksted Market 002E Preferred Minoriy Uncoteol. Enlerprize

Compemy Ticker Share Shores o Delt Interesty Lotk Amety Ve
Adeipiia Communications ADLAC s 885 STR463 MERA ) S1571.8 $t1920 51574 31550 4190554
Cablevision Systerrs: CvC .00 1883 52756 6.763.0 15443 w3 1283 16 12,7804
Charter Communications {1} CHTR 9.8 5600 63872 124924 0.0 [ 1] LEFE ] L1 ] 24,0468
Comean Corporstion (1) CMCSK »9 10202 299817 10,2468 [A] TR0 18430 FALIN] 43.899.4
Cox Commnications CcoxX Mt 124 18990 62008 0.0 00 0.7 50546 128245
Insight Comeamications Ul 12.£2 (3] 12104 20750 no 16378 066 4 KEnas
ERITDA snd ERITA Muitiples
4nitenl 7w . 0207

EBITDA - Erderprise Valie / EBITDA EBITDA L EBITA Esepeioe Value / EBITA EBITA

Company 20028 2000E 20n04E I02E 2003E I04E CAnR 2002E W0 E 2002E 2003E 0048 CAGR
Adelphin Conmmunicathons S15480 SLyed 2msT 1062 0.3 9.2y 12.0% [ZTTX] 18160 $1.032.5 FIX 23.4x 18.5x 220%
Cablevision Sysmeme 865 1,061 12120 14.4x 12.0x 10.61 £S.5% sy (3, 340 2t1.8x Thix 1952 T10%
Charser Comramications {11 20821 23617 171858 1160 10.2x (1) 14.2% w4 L ben L2382 1.7 .52 19.5: BLI%
Comcant Corporation (1) 14000 19412 14722 2.5 lix 9.8 11.5% 2.045.1 15109 29934 215 17.5x “n "%
Cox Communications L7887 10790 T A2 12.8x 1.0x 9 L 154% 007 08,7 %4 358 LA ] 243 N
Tt Commuiications Wi 4189 1#9.5 151 11ix (193] <1N0% 618 1104 214 Mo 8x %N Bl L

s rm T 258 Avege ) 571 L 1]
Cuth EPS Mubtiphes
s ‘ ¢
tnuvestrents Net Share — Cosh —— et St Price | Cash EFY 0207 EBITA

Compeny frr Shase Price WOE___ 003E 004E 20058 ; 2007 W0E 0038 E CAGR
Adeiphia Compunication: ADLAC 1072 0.5 1004 ($0.49) 15021 $0.05 04 o $1.H4 nm NM NM 230 NM
Cablevision Sysiern Ve .00 +59 2141 13L.74) (31.45) 5299 234 31.4)) $0.00 NM NM NM NM
Charter Communications /1) CHTR 998 0.00 9.98 182.26) $1.4%) 58.79) 50.16) 0.7 $1.01 NM NM NM NM
Comeast Comporation {11 CMCSK N9 206 mn $0.5% $0.79 s1.19 S1.4¢ e $107 Hn 345 249 nrs
Coor Comumumications cox s 0.00 1] (30.09) $n.22 W L X ] $1.43 1000 L] 1563 £9.4x NM
Tnrigh Correvmications L an] 1®.52 nnT 1248 (1 R rd) 10.4% 1.1 wir Bo.sa A NM NM NM NM

Sowrce: Morgan Sienfer ﬂalT’Mrr Rexearch

{1} Market (Capltaliznrion hased an pro forma shares onisinring.

E= Morgan Stanfey Rescarch Estimates

Broadband Cable Television — April 5. 2002

Ploase see the important disclosures at the end of this report.
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Exhibit 12

Telecommunications Revenue Breakout by Cable Operator, 2000-2006E

Dolilars in Millions Pro Forma

2000 2001 2002E 2003E 2004E 2005E 2006E
Regulated Analog Revenue
Adelphia 322859 $23769 _ $2,508 $2,6526 $2,7191.0 329365 $3.089.9
ATET 51227 54084 56798 $,991.6 6324.7 6,674.2 7.042.9
Cablevision 1,166.6 1,257.6 1.336.% 14076 14948 15875 1,6859
Chaner Communications 26132 27213 18634 30136 3,180.) 33558 35412
Comcast 34344 3,617.7 3.801.6 40294 42700 45241 4,7192.4
Cox Communications 2,30t.0 24125 25206 26717 28250 29870 3,1583
Insight Communications 474.6 4794 5103 5369 566.2 5971 629.6
AOL Time Wamer - 39064 ---- 4‘_131.4 ----4';4_?3_.1 . - 46139 4.868.0 5_._!35.4 5416.8
US CATY Jndustry Revenue $213047 8$22.405.1 23,6054 5249193 5263197 $27.7975 5293569
Growth Rate 7.1% 5.2% T SA% 5.5% 5.6% 5.6% 5.6%
Premium, Non-regolated and Other Revenwe - . e o :
Adeiphia $478.9 $£509.5 $518.2 35673 $646.5 $699.9 $731.7
AT&T 2,091 8 19913 20109 -—-2,1384 2,274.7 24193 2,568.0
Cablevision 688.4 678.6 6737 s 7430 T68.4 799.8
Charter Communications 8474 . 9929 1,095.1 . 1,255.8 1,394.6 1.535.8 1,692.8
Comcast 10589 1,053.7 1,109.8 1,203.1 3313 1,435.1 1,568.6
Cox Communications 8455 853.2 9331 1,0180 1,121.5% 12373 1,365.7
Insight Communications 1638 1418 S5 - 1610 178.5 203.9 230.6
AOL Time Warner 1,686.2 1,868.5 1,901.1 2.053.8 2.213.9 23742 2,565.0
US CATV Imdustry Revenne $7,862.8 $8.089.5  $B389S 39,1148 398857 5106740 5115222
Growth Re 22.5% 2.9% 317% B.6% 8.5% 8.0% 7.9%
Digital Video Revenue
Adelphia $49.9 $195.7 33193 34335 $546.9 56404 $711.8
AT&T 3193 468.2 6715 8471 1,003.6 1,154.8 1,299.3
Cablevision 0.0 1.1 21.3 887 1629 2345 3199
Charter Commurications 82.1 2419 ki) X 4770 717 677.1 785.8
Comcast 136.9 2449 346.4 4464 544 640.0 7325
Cox Communications 74.0 16t.1 25246 asie 4585 558.8 658.7
Insight Communications 1.6 47 TS5 1023 138.6 180.7 219.5
AOL Time Warner 158.6 152.6 - 360.2 788.7 999K 11834 1,358.5
US CATY Industry Revenne $8345 51,7126 5261329 $3.541.5 34,4321 $5209.7 $6,085.9
Growth Rate 156.2% 105.2% 52.6% 15.5% 25.1% 18.9% 15.5%
HSCDS Revenue
Adelphia $38.0 $83.2 $2128 $4229 $611.7 $819.0 51,0286
ATET 2948 590.2 1,029.9 1,527.1 22128 29280 3.625.0
Cablevision 0.1 129.4 267.8 4102 538.2 663.1 786.8
Chaner Communications 68.2 158.7 360 619.7 873.0 1,428 14324
Comcast 1341 3005 577.1 9I12.8 120735 1.529.0 1.881.R
Cox Communication: 2040 k1 YR 5524 828~ INTIFAS 1.401.. 16955
Insight Communications 15.4 KLX ] 574 105.7 156.% 2123 2725
AOL Time Warner 302.8 6539.3 }.184.8 1,678.6 2.123.8 25534 2=94 1.6
US CATV Industry Revenwe $1.097.6  $23248 34246} $6.5054  SBB31.9 5112493 $13,664.1
Growth Rate 201.8% 111.8% 82.6% 53.2% 358% 27.4% 21.5%
Total Reveawe - Analog, Digital, & Data
Adelphia $2,8526 53,1653 $3,571.1 $4,076.4 $4.596.1 $5095.8 $5.562.0
AT&T 7.830.7 B.A458.0 9.392.1 10,5062 11,8158 13,1763 14,535.2
Cablevimon 1,895.2 2.0066.7 22997 2,624.0 29389 32534 35923
Cherter Communications 1.610.8 41148 4,693.5 5,366.0 6.025.3 67114 74522
Comcast 4.764.2 52169 58349 6,591.7 13349 8,128.8 8,975.3
Cox Commumcanons 34247 18145 4258.7 4.875.9 55129 6.184.3 6,878.]
Insight Communicanons 6674 T03.9 786.8 905.9 1,040.1 1,194.0 13521
AOL Time Wamer 6,054.0 6.992.0 8.018.2 9,135.1 10205.4 11,2464 12,28) .8
US CATV Industry Revenuwe 31,099.6 34,5320 38,8549 44081.1 49.469.5 54,990.4 60,629.0
Growth Rate 25.4% 11.0% 12.5% 13.5% 12.2% 11.2% 10.3%

E= Morgan Sianley Research Estimares

Broadband Cable Television — April 5, 2002

Please see the impontant disclosures at the end of this report.
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Exhibit 14
Telecommunications Revenue Breakout by Cable Operator, 2000-2006E (continued)
Dodiars in Millions Pro Forma
2000 2001 2002E 2003E 2004E 2005E 2006E
Residential Telephony Revenue
Adelpha $0.0 $0.0 $0.0 $85 $63.7 $225.8 $472.6
AT&T 137.0 495.0 8447 1,294.5 18066 2,245 2,681.5
Cablevision 40 10.8 140 264 579 107.7 1658
Charter Communications 0.0 0.0 1.7 130 63.0 161.5 3321
Comcas! 0.0 0.0 39 250 88.3 270.0 560.5
Cox Communications 106.1 207.9 3203 . 4337 549.4 683.3 8073
Insight Communications 0.0 0.7 6.8 oz 428 662 882
AQL Time Warmner 4.0 0.0 00 34.1 M6 5123 1,122.5
US CATV Industry Revenwe $247.1 $714.4 SLI9IZ . - $1,8523 52.%a43 $43213 $6,230.6
Growth Rate 169.8% 189.1% 66.7% 55.5% §3.6% 51.9% 44.2%
Total Residentlal Telecommunications Revenue : :
Adelphia $2,8526 $3,1653 $3,57.1 $4,084.9 $4,659.8 $5321.7 $6,034.6
AT&T Broadband " 7.967.7 89530 102368 118007 CTIE224 - 13,4703 112167
Cablevision 1,899.2 20775 2,313.7 26504 29938 336810 3582
Chaner Communications 3610683 4148 46951 . S3MP v 60883  64T29: % ._TJMJ
Comcast 47642 52169 5,838.7 46123 7402 83988 ’.535.'?
Cox Communications 31,5308 40224 45790 330985 26,0623 63475 . 1BESS .
Insigin Commumications 667.4 704.6 7935 -8y 21,0831 12602 14404
AOL Time Wamer 6,054.0 6,992.0 80182 9.1 B 11,;788.7 1 e
US CATV Industry Revenue 31.346.8 352464 40,0462 6.933.& ; FRL Y 593117, _-668%9. -:.5;
Growth Rate 26.0% 12.4% 136% 14 T BN 134% T CTIR
S 4 SR S LA P
Commercial Telephony Revenue
Adelphia Business Solutions 10.0 5.0 30.7 323 339 35.6 374
AT&T Broedband -- 0.0 0.0 00 c.o 00 0.0 0.0
Cablevision Lightpath 95.6 131.2 1429 168.0 1972 2177 2427 -
Charter Communications 00 00 00 00 0.0 0.0 00
Comeast Busiess Communications 392 38.6 420 592 803 102.] 127.0
Cox Business Services 97.8 144.3 1853 2310 2792 3173 3546
Insight Communications 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Time Wamner Telecom (1) 460.0 692.) 7354 8974 1.135.2 1.348.6 1.554.2
US CATY Industry Revenue 702.7 1,031.1 1,136.3 1,388.0 1,725.7 2,021.3 23158
Growth Rate 20.6% 46.7% 102% 2.1% 24.3% 17.1% 14.6%
Total Telecommunications Revenues
Adeiphia 2.862.6 11903 36019 41172 4,691.7 5,357.3 6,072.0
AT&T Broadhand 2.067 - Ro530 10.236.8 11.R0H.7 13,6224 154708 17.2167
Cablevisto. 1,994 2,208 2450.0 28184 3,193 3,578.9 4,000
Chaner Commumications 3.610.8 41148 4,695.1 5319.0 60883 68729 17,7843
Comcast 48034 5,255.5 5,880.8 6,671.9 15034 8,500.8 9,662.7
Cox Communications 36286 4,166.7 47643 55406 6,341.5 7,184.9 8,030.9
Insight Communications 667.4 704.6 7935 927.1 1,083.1 1,260.2 1,440.4
AOL Time Warner 6.514.0 7.684.1 B.753.6 10.066.6 11,513.2 13,107.3 14,9586
US CATV Industry Revenue 32.045.4 36,2776 41,1825 473214 54,0395  '61,333.1 69,1755
Growth Rate 25.9% 13.2% 13.5% 14.9% i4.2% 13.5% 12.8%

E= Morgan Stanley Research Estimates

Note: For comparative purposes, we have consolidated Time Warner Teiecom in AOL Time Warner

Breadband Cable Television — April 5, 2002

Please see the important disclosures at the end of this report.



Morgan Staniey

Exhibit 15
Telecommunications Monthly Revenue per Basic Subscriber
Pro Forms
7000 200LE___ J002E__ ZO03E _ JOGAE__ 200SE _ J00G6E

Regulated Revenwe
Adelphis $33.00  $34.04  $3607 53780  SI060  $41.50  $4349
AT&T I8 1306 3482 36.56 38.39 w3 4232
Cablevision 3112 8.1 36.86 WM 4025 4227 4438
Charter 3107 31213 3400 - 38536 3713 3899 4094
Comeant 3449 3877 3722 39.08 4104 2.0 4524
Cox Communications 322 3242 1364 3332 3109 38.94 40.89
AOL Time Warmer 2940 30.87 3241 403 LR 1782 39.40
Ingight Communications 31.10 3126 32.96 34.34 3538 37.50 3918
Average $3783 853309  S3475  $3635  S$3B.14  S40.01 S48
Premium, PPV & Qther
Adelphia $4.65 $5.13 $536 $5.92 $6.85 $7.39 $7.61
AT&T $9.01 $8.64 $8.71 $9.16 £$963 3102 $1082
Cablevigion 17.30 16.83 16.71 1727 17.56 17.83 1823
Chamer 8.4 B4 o7 119 1236 13.61 1501
Comcan 7.43 112 7.62 7.97 864 9.39 1021
Cox Communications 6.69 693 7% ‘844 9.33 1033 144
AOL Time Wamer 5.9 899 9.19 990 10.64 11.M 1223
Insight Communications 7.64 6.17 647 ;692 231 89 1019
Average 38.76 $8.53 $895 $960 51034 $11.33 - 51197
Advertising Revenue —
Adelphis 5217 $2.18 $2.06 $2.16 $232 $2.50 $2.69
AT&T 3174 3.7 3.62 189 418 439 4.61
Cablevision 224 212 212 227 245 2.63 283
Charsey 323 199 385 423 . - Aes ET] 538
Comcan 320 320 325 3.70 398 428 460
Cox Communications 4.7 454 4.67 5.02 5.40 580 6.24
AOL Time Wasner am 497 491 525 5.62 01 643
Insight Compursications 3.09 3.06 3,06 237 3.60 3.87 4.17
Aversge $328 $3.4% $3.44 $3.74 $403 $43] $467
Digital Video Tier Revenue
Adelphia $0.72 $2.81 $4.57 $6.18 $7.76 1905  $10.02
AT&T 1.94 286 412 517 6.09 6.97 781
Csblevision 0.00 0.03 0.50 242 439 6.24 842
Chaner 1.01 2.90 447 567 6.84 797 9.2]
Comean 131 242 339 43 523 6.10 6.91
Cox Communications 1.00 217 137 am 6.02 129 853
AOL Time Wamer L9 263 4.5 582 7.34 .65 9.88
Ingight Communications 0.89 307 462 6.54 .78 11,35 13,60
Aversge $1.01 $2.36 $3.66 50} $6.56 5798 $9.30
Cable Modem Revenae
Adelphia £0.55 $1.20 $3.04 $6.03 S8R $1157  §144F
AT&! 1 3. 63! LLAOs 154~ 17,63 200
Cablevision 114 3.61 7.8 117 14.49 117,60 om
Chaner 0.84 190 43% 7.37 10.33 1346 16.78
Comeast 1.34 247 5.5 8.8s 11.61 14,57 17.76
Cox Conmunications 27 5.21 737 10.95 14.55 18.27 2195
AOL Time Wamer 228 478 B.78 12.3K 1589 13.66 21.40
Irsipht Communications 1.01 2.34 371 6.76 9.94 13.33 16.96
Average $1.47 $3.20 $5.83 £9.00  $1233  SI565  §1898
Totsl Revense (excl. telephony)
Adelphia a7 45.46 5110 5808 1 %4] 70 7828
AT&T 4767 51.89 57.58 64.08 7171 7957 £7.34
Cablevision 5180 5770 63.66 747 70.14 86.62 9487
Chaner M50 4931 56.49 63.83 7131 79.04 8732
Comean a1 5158 57.13 6392 7049 7742 84.73
Cox Communications 46.47 51.26 56.83 64.46 7237 80.62 89.05
AQL Time Wamer 4556 5324 5944 673K 7482 g2.17 89.31
Insipht Communications 43.73 45.90 50.82 5795 6591 7498 84,15
Average $46.35 35067  $56.63 56390  $71.38  $70.06  $B6.85

E= Morgan Staniev Research Estimates

Broadband Cable Television - April 5, 2002

Please see the important disclosures at the end of this report.
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Exhibit 16

Telecommunications Monthly Revenue per Basic Subscriber (continuad)

Pro Forma -
2000 2001E 2002E 2003E 2004E 2005E 2006E

Residential Telephony Revenue
Adelphia $000 - $0.00 $0.00 $0.12 $0.90 $3.1% $6.65
AT&T 0.83 3.03 5.18 7.90 10.96 13.86 16,1}
Cablevision 0.1] 0.30 0.39 072 1.56 237 437
Charter 0.00 0.00 0.02 0.15 0.75 1.90 3.89
Comeast 0.00 0.00 0.04 0.20 0.85 2.57 529
Cox Communications 1.44 2.79 427 573 721 891 1045
AOL Time Wamer 0.60 0.00 0.0¢ 025 1.27 3.74 8.J6 .
Insight Communications 0.00 0.05 0.44 1.36 2,72 4.16 5.49
Average 50.30 $0.77 $1.29 $2.05 $3.28 $5.15 §$7.55
Total Revenue {incl. teleph.) .
Adelphia $41.17 $4546  $51.10 $5820  $66.12 §75.20 $84.93
AT&T 48.50 5491 62,75 . 7198 82.68 93.43 103.46 .
Cablevision 5391 58.00 64.05 72.19 80.70 89.49 98.93
Chaner 44,60 49.31 56.51 63.98 7206 80.94 91.22
Comcast 4778 51.58 57.17 4.4 - NM 79.99 o802
Cox Communications - 4751 54.00 61.11 70.19 7959 3953 99.50
AQL Time Wamer 45.56 5224 59.44 67.64 76.19 85.92 97.50
Insight Communications 43.73 45,95 51.2¢ 59.30 68.63 79.14 $9.64
Average $46.65 $51.44 $57.92 $65.95 $74.66 §84.20 $94 40

E= Morgan Sianiey Research Estimares

Broadband Cable Television — April 5, 2002

Please see the important disclosures at the snd of this report.
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- Exhibit 17
Telecommunications EBITDA Breakout by Cable Operator, 2000-2006E
Dollars in Millions
Pro Forma —_— .
2000 2001 2002E 2003E 2004F 2005E 2006E
EBITDA - Excl. Telephony
Anslog Video, Digital Video, & Data
- Adelphia $1.3119 $1.4%6.2 $1,6354 $1,859.7 $2,094.0 32,3105 $2514.5
AT&T 24305 25568 3,108.2 3,727.1 46990 55853 6,3922
Cablevision 7529 804.9 899.1 1,029.8 1,172.9 1,321.0 1,473.7
Chaner Communications 1.722.2 1.900.] 2,155.7 24569 28323 3.200.7 35640
Comcast 2.005.1 22476 2,558.1 - 29216 31,2873 3.667.8 40170
Cox Communications 1,381.9 14828 1,638.7 1,864.8 2,163.0 24755 2,798.6
Insight Communications 318.2 3343 370.3 417.6 475.7 545.6 616.0
AQL Time Warner 28310 3.199.0 3,658.4 4,162.9 4.,715.1 5,191.6 5,651.1
- US CATV Industry EBITDA 12,753.6 13.981.7 16,0239 13,4404 21,4442 24298.0 27.087.2
Growth Rate 9.6% 14.6% 15.1% 16.3% 13. 3% 11.5%
Growth Rate - Excluding AT&T 10.7% 13.0% 13.9% 138% - 11.8% 10.6%
Total EBITDA
Analog, Digital, Data and Residential Telephony ’ o i
Adeiphia ' $13119 $1.456.2 51,6354 $1.8432 $2.0619 522812 S2.5796
- AT&T 1,908.4 2,1863 3,1565 4,050.7 53114 6,486.5 74842
Cablevision 7392 797.6 8924 1,021.7 1,1744 1,333.0 1,511.4
Charter Communications 1,722 1.900.1 2,521 2,441.7 2,8049 3,2009 3,600
Comcasl 2,005. 2,247.6 2.546.2 23997 32656 36770 4,193.4
Cox Communications 1,364.7 1,523.5 1,7220 1,995.7 2.M6.) 27194 3,108.7
insight Commmunications jig2 3343 I i ) 43154 506.5 588.2 673.6
AOL Time Wamer 2.831.0 3.199.0 3,658.4 4.137.4 4,709.3 5.243.4 5.868.6
US CATYV Indusiry EBITDA 12,200.7 13.644.6 16,140.0 18,8254 22,1800 25,5297 29.019.6
Growth Rate 11.8% 18.3% 16.6% 17.8% 15.1% 13.7%
Growth Rate - Excluding AT&T 11.3% 13.3% 13.8% 14.2% 12.9% 13.1%
Total EBITDA
Anslog, Dig., Data and Res. & Commercial Teleph.
Adelphia £1,205.7 $£1.4062 31,6480 $1.856.4 $2.075.7 $2.295.7 $2,594.9
AT&T 1.908.4 2,186.3 3,156.5 4,050.7 53114 6.486.5 74842
Cablevision T10.2 8209 9421 1.082.4 1.248.4 1.416.4 1.608.1
Chaner Communications 1,722.2 1,900.1 2,152 24417 2.804.9 32009 3,600.1
Comcast 1,935.0 2,103.8 24999 28614 3239 3.667.7 4,1953
Cox Communications 1.403.1 1.569.0 1,788.7 2,079.0 24482 28379 32439
Insight Communications 318.2 3343 3770 4354 506.5 588.2 6736
AOL Time Warmer 2.935.3 3.341.4 3.833.4 4.388.9 5.075.9 5.725.5 6.465.3
US CATV Industey ERITDA 121981 13.671.1 16.397.6 19195~ 2200 2621R K 208654
Growth Rate 12.1% 19.9% 17.1%. 18.3%, 15.5% 13.9%
- Growth Rate - Excluding AT&T 11.6% 15.3% 14.4% 14.9% 13.4% 13.4%

E= Morgan Staniey Research Estimates
Note: For comparative purposes, we have consolidated Time Warner Telecom in AOL Time Warner

Broadband Cable Television — April 5, 2002

Please see the important disciosures st the end of this report.
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Exhibit 18
US Sector Trading Levels
Cable Industry Stock Price Growth ;
indexed Prich Comparison Last Thred Years : e : o =
150 [wone T __: - -
iAo S ) e v = ] W e
Com poguives. Comcast compleies | Conecont peye Adeighia agrees 1o Coblulgion scmpletes Calblevision sy Comean snnounces
$7.580 dowtionof 34900 lor 00% o | fouy GS o apins s §7728n wcrpaleion of
ot Lank gl Cor— - tentior | [ Jones insarcabie Commuricakiony. L] S0 carwwrtitie PH ATAT Broadbend
e o 52700 - rx. ivinging fn toied | [ and an unideniied hatiad
ATAT wire e cvnarship 1o 100%. —
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Exhibit 19
Precedent Transaction Analysis
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Digital Video and Video-on-Demand Update ..

Summary and investment Conciusion

We expect the US cable industry to add 5.5 million digital
cable subscribers in 2002, down about 6-7% from 2001 net
additions of 5.8 million. This would represent an increase
1h penetration of basic subscribers from 21% at the end of
2001 to 28% at the end of 2002 for the cable industry. Our
expectation is that 45-50% of the 70-72 million basic cable
subscribers in 2005 will take digital video service. The
industry reaches this digital penetration rate, we believe,
with declining additions of approximately 10-15% per year
until 2005.

Not all operators are demonstrating the same new RGU
(revenue generating unit) growth profile. We believe that
Cox’s guidance for slightly improving RGLJ additions
2002 implies that digital additions would be flat, at worst,
with 2001 levels and possibly higher. We forecast just
fewer than 16 million digital video subscribers by the end
of 1Q02, representing additions of 1.34 million during the
quarter, which ¢compares to 1.62 million in 1Q01, ora 17%
decline. By the end of 2002, we expect that more than
90% of total cable homes passed will be upgraded for
digital services. ’

Exhibit 20
Evoiution of Our Digital Subscriber Forecasts
2002 Esti Preview Published In:
30l Apr Ol July0l _ Oct 0l Jan 02 Cumen

Adelphia (1) 1,647 1.648 1.766 1,923 1,914 2159
ATAT 5.26% 4429 4,424 4,560 4454 4477
Cablevision s34 339 1 3 283 145
Charner 2537 2370 310 28N .71 2980
Comcast (1) 2082 2075 2258 1322 2390 2,398
Con 805 1817 1817 1837 1,891 2,009
insight 405 406 406 420 420 370
Time Wamer 4557 4210 4341 4343 4350 428
Total 19,088 17784  IB118 18,559 18485 18,591
2063 Exnl Preview Published In: _

—han0l  Aprol  July0l  Oct 01 Jan 07 Cumren
Adelphia (1) 1906 1916 2046 2346 2368 2071
AT&T 6,283 5,208 5205 5362 5138 521%
Cablevision 867 1 396 472 472 466
Charer 3047 3251 3331 3421 3403 3,308
Comeast (1) 2584 2566 2,65 2750 2,799 2839
Con 2259 2255 2355 1364 1368 2531
Insight 528 526 527 32 524 49
Time Wamner 5.730 5385 5577 5577 5615 5441
Towi 23201 21697 22093 22725 12680 13067

(1) Bath ADLAC and CMCSK reporr digital boxes. We have converted these to dighal
subscribers assuming 1.25 hoxes per subscriber,

Exhibit 21
Looking at Digital Cable and DBS Additions...
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Source: Morgan Stanley Research Estimaies

To evaluate the 50% penetration expected by 2005, we
believe premium services are a strong proxy for demand.
Premium unit penetration of basic has peaked at about 70-
80% for most cable operators. However, because ceble
subscribers who receive premium services receive more
than one service, only about 35-40% of basic subscribers
take 2 premium service. In effect, our 50% forecast im-
plies that some subscribers who have not historically opted
for premium channeis will upgrade te digital.

Broadband Cable Television — April 5, 2002

Source: Morgan Stanley Research Esniimates

Danger of Sequential Growth Metrics

Digital cable is now the de facto video product for most
cable operators in markets where digital is available. Asa
result, digital growth is demonstrating the same seasonal
factors as basic growth has shown over the years. For this
reason, sequential growth in absolute subscribers is very
misleading. Most operators have seen that the basic
growth has histoncally shown a 40%-10%-10%-404.,
quarterly pattern with respect to percentage of total annual
addittons.

Exhibit 22 shows 2001°s quarterly additions for digital
cable and DBS, as well as our forecast for 2002 by quarter.
We are using Morgan Stanley satellite analyst Vijay Jay-
ant’s estimates for DBS.

Please see the important disclosures at the end of this report.
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Extubit 22
Beware of Sequential Growth Metrics...
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As the exhibit indicates, there is no linear trend throughout
the year with regard to digital additions. Each MSO shows
slightly different trends depending on the location and
demographic of its systems. Finally, various marketing
and promotional campaigns should continue to affect sea-
sonal trends for the next several years. However, the criti-
cal lesson, in our view, is that sequential growth is nor a
good proxy for product demand. Ideally, one would wam
to analyze year-over-year growth in stable markets where a
new digital footprint is not being added.

What to Watch for in 2602...

For all cable operators, 2002, we believe, will be a critical
year in the VOD (video-on-demand) and S-VOD (sub-
scription video-on-demand) rollout. The cable operators
have all announced trials, and many have deployed VOD
or S-VOD to entire markets. While finzl pricing has not
yet been determined, VOD and S-VOD will aliow the
MS0s to differentiate themselves from the DBS operators.
MSOs have conducied trials of multiple price poims with
movies, comparable to video rental prices, and with $-
VOD prices ranging from 30 {i.e., included with digital
service) to $10 per month, depending on the content, The
MSO0s also hope 1o use the products to lower churn on the
digital product and to get basic-only subscribers to upgrade
to digital. Charter, for example, has indicated that in its
Los Angeles system, where VOD has been offered for over
18 months, churn has decreased from an average of 6-8%
1o less than 4%.

While peor windows on new movie releases remains an
issue, MSOs have realized that full-length movies are not
necessarily the only compelling source of on-demand con-
tent. The companies are considering packaging non-movie

Broadband Cable Television - April 5, 2002

content such as children’s shows. In several of its VOD-
enabled markets, Charter already offers a subscription-
based package of children’s programming for about $9.95
per month.

Exhibit 23
S-VOD Launches
Launch Networks
MSO, City Date Launched Price
Adeiphia
- Cleveland Sept 2001 HBO, Starz, Free w/ digital pur-
Showtime chase
Cablevision
- Long Island Sept 2001 HBO, Starz,  Free w/ digital pur-
Time Wamar
-Columbla $.C.  July2001 HBO $3.95/month
- Austin, TX Nov 2001 HBO $6.95/month
- Cincinnati Jan 2002 HBO $9.95/month

Source: Multichannel News

Many basic networks are expected to test VOD and/or S-
VOD during the year. Networks such as A&E, MTV Net-
works, ESPN, Discovery Networks, and BBC America
have signed deals with certain MSOs to launch the service
at some point this year. 1t is still unclear how the VOD
business model for basic networks will work. There have
been concerns that the service will cannibalize ratings and
advertising revenue from the existing basic networks.
Other outstanding issues include pricing, packaging, and
the decision of whether to include advertisements.

For Cablevision, 2002 will be a critical year for the digital
rollout, in our opinion. The company launched its digital
service on September 28, 2001, and ended the year with
Just over 17.000 cusiomers. The company gave guidance
of 125,000-150,000 customers by the end of 2002. It will
be important for the company to launch other markets
during the year (Nassau County and part of Westchester
County already have the service). We believe the lack of a
digita] product over the past couple of years has advergely
affected the company’s basic customer growth. Difficul-
ties in rolling out digital service at Cablevision could be
partially related to its technology platform, which is based
on Harmonic (HLIT, NR) digital head-ends and transmis-
sion equipment and Sony digital set-top boxes. Other
MSOs use some combination of Scientific Atlanta and
Motorola equipment. We believe that Cablevision has
largely resolved these technical issues and should be able
to accelerate digital growth in 2002.

Please see the important disclosures at the end of this report.
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Exhibit 24

How'd They Do?

Dipital Video Subscribers (in Thousands)

MS Actual Prior  Reviacd Prior Revisd
4001E 4001 20028 oudk  2003E 2003

Adeiphia (1) 1855 181 g 2698 3464 3464
AT&T 3501 3475 4337 4477 [ s.000 s§|s|
Cablevision 28 i? L
Charier 2,150 2,145 2,780 2,7%0 308 3.308
Comaas 3233 2998 2997
Cox 1935 2009 2427 2538
AQL Time Wamer | 2975 2.959) 4352 4254 615 44
Insight 6 ; 336 37 440 494
Other 1042 1,041 1402 1.56] 1402 1707
Toual 15532 15.53% 20583 21291 25638 26177

Net Addwions
Adeiphia (1) 173 197 819 819 766 %5
ATERT 336 3te 862 002 63 738
Cablevision Fi] 17 128 127 321 32
Chang: 199 194 635 636 528 527
Comean 23 214 662 &1 515 552
Cox 147 158 549 623 492 526
AOQL Time Warner 401 424 1376 121 1263 LI8?
Insight 2 28 7% 112 104 124
Other 107 106 361 520 0 146
Tonal 1865 lod? 5470 5778 4652 4886

Source: Morgan Sianley Research Estimates

Updates During the Quarter

*  Adelphia: Has launched S-VOD in its Cleveland sys-
tems and plans to launch the service in the entire
PONY (Pennsylvania, Ohio, New York) ring. The
company estimates that about 400,000 customers are
currently VOD-enabled, about 51.000 of who are
digital subscribers.

+ AOL Time Warner: Time Wamer has awarded con-
tracts for VOD rollouts for 38 systems. Concurrent
recently announced that it has agreements to deploy
VOD in another five Time Wamer markets, which
cover 1.5 million basic subscribers and about 500,000
digital subscribers. This brings Concurrent’s 1otal to
15 Time Warner markets. Time Wamer also an-
nounced that it will use nCUBE 1n 115 Los Angeles and
New York markets to deploy VOD (as well as six
other unannounced markets). SeaChange recently an-
nounced that it has won VOD deployment contracts in
a total of 16 Time Warner markets. The VOD launch
in Cincinnati includes HBO S-VOD at $9.95 per
month and content from the Food Network and Home
& Garden Television on an a la carte basis.

*  AT&T Broadband: Has launched VOD in Atlanta
and Los Angeles. We believe the pending merger
with Comcast has slowed its rollout of VOD and we
don’t expect this to change near-term.

Broadband Cable Television — April 5, 2002

Cablevision: Launched its VOD service with its digi-
tal roll out at the end of last September. Initial data
show high take rates on the product. Cablevision aiso
offers S-VOD for no additional charge for those digi-
tal customers who subscribe to HBO, Starz, or Show-
time.

Charter: Has several trials of VOD. Has not yet
launched a premium S-VOD service, but, in some ar-
cas, offers an 3-VOD package of children’s program-
ming for $9.95 per month. Charter has used Diva as
its sole VOD equipment provider thus far, and we
‘would expect it 1o select a second vendor in the near

Comcast: The company recently finalized an agree-
ment with TVN Entertainment Corp. (TVN) to deliver
content in 11 markets. Comcast ended 2001 with 3
million VOD-enabled homes and expects to-end 2002
with 5-6 million.

Cox: The company expects to launch VOD commer-
cially in seven markets by the end of 3Q02, repre-
senting 43% of homes passed. Expects to launch §-
VOD in selected markets in 2002.

Insight: Plans to launch S-VOD by the end of 2Q02.
While pricing for S-VOD has not yet been determined,
Insight does plan to charge for the service. As for
VOD, Insight estimates that about 15% of its 950,000
VOD-enabled customers are using the VOD service.
The company has about 350 titles available, but it is in
discussions with TVN Entertainment Corp. to provide
additional content. Like Charter, Insight has used
Diva as its sole VOD-equipment provider thus far, and
we would expect it to select a second vendor in the
near term.

Updates on the Content Side

In January, In Demand L.L.C. signed a deal with
Dreamworks SKG that would allow In Demand to
distributes Dreamworks’s content on a VOD basis.
Details of the agreement were not disclosed. In De-
mand also has deals with Columbia Tri-Star, Universal
Pictures, and Artisan Entertainment. In addition to
these studios, In Demand has struck content agree-
ments with Hallmark Emertainment, ESPN, Court-
room Television Network, Comedy Central, Turner

“Network Television, and Cartoon Network.

Please see the important disclosures at the end of this report.
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s  MagRack currently provides VOD content to Cablevi-
sion and has about 22 niche magazines that range from
automobiles to cooking.

Note: The following piece was writien by Michael Lynch
and Scott Coleman of the wireline nerworking equipment
group in Morgan Stanley's Research Department.

Why VOD Now? What Has Changed? Two questions
we expect investors to ask are, “why VOD now” and “what
has changed” fundamentally that improves the prospect for
widespread VOD deployments? There have been many
stops and starts with VOD deployment. We believe that
over the past two years the main barriers to VOD deploy-
ment have been largely eliminated, including:

o Cost per stream has declined to the point where VOD
makes sense economically for the MSOs. The price
per stream to deliver on-demand content has declined
significantly in the past two years. We belicve that the
average cost per stream declined from $600 in 2000 to
around $400 in 2001. We expect this cost to decline
approximately 22% on a compound annuzl basis
through 2006.

s Critical mass of digital subscribers and set tops. We
estimate that as of year-end 2001 there were approxi-
mately 14.7 million digital cable subscribers in the
US. By 2006, we estimate there will be 35 million
digital cable subscribers (a 2001-2006 CAGR of
18%). We assume that new subscribers in 200] take,
on average, 1.25 digitai set-top boxes (STBs) per
home, and that, by 2006, this could grow to 1,7 STBs
per home (we believe that MSOs are planning for
multiple streams per home, but at 2 much lower multi-
ple than STBs per home}. We believe there is now 2
cnucal mass of digital subscribers and set tops over
which MSOs can offer VOD as a way to leverage their
investment in two-way digital network upgrades.

Broadband Cable Television — April 5. 2002

Content availability no longer a concern. One of the
primary concerns surrounding VOD has been content
availability, particularly since VOD content in the past
has been viewed solely as movies. Although new
content must continually be made available for VOD
to succeed, we believe this concemn is unfounded for
two reasons. First, six of the seven major movie stu-
dios have agreements to provide content for VOD,
which leads us to believe that there should be a suit-
able amount of movie content available. We highlight
that the take rates of VOD movie trials (about 2-3 per
month on average) exceed what we believe is the av-
crage active subscriber rental rate at Blockbuster of
about 1.5 rentals per month.- A higher take rate for
VOD could lead the studios to re-think some of their
release windows. Second, the success of subscription
VOD (S-VOD) leads us io conclude that non-movie
content (sports, educational programming, children’s
programming, etc.) will also be made available for
VOD service. Given the positive activity on the con-
tent front, we think the real challenge for the MSOs
will be to find the right mix of content to maximize
revenue. -

Please see the important disclosures at the end of this report.
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Exhibit 25
Digital Broadcast Satellite (DBS) and Cable Television Industries: Annual Subscriber Additions
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Exhibit 26
Digital Video Subscriber Additions vs. DBS Subscriber Additions, Quarterly

In Thousands

As Reported —
Subscribers 1001 200! 3001 4001 1Q02E 2Q02E 3002E 4Q02E
Adelphia 5,723 5672 5.693 5810 5,821 5823 5,826 5,836
AT&T 15873 14,440 13,750 13,560 13,587 13,594 13,601 13,628
Cablevision 2969 2,999 2,989 3,008 3,004 3,035 3,024 3.042
Charter Communications 6350 6,388 6,970 6,954 6,529 6,590 7,008 6,988
Comeast 7,733 8,307 8437  BATI 8503 8512 8.520 B.552
Cox Communications 6.214 6,167 6.207 6,238 6257 6,210 6,250 6.282
Insight Communications 1.285 1,270 1,276 1.284 1,289 1,290 1,291 1,297
AOL Time Warner 11197 11,087 11,086 13214 11236 _ 11242 11247 1,270
Other 12,220 13,282 13,254 13,316 13,523 13,503 13,383 13.449
Total Basic Sobscribers 69,563 69,612 69,660 69,855 70,050 70,099 70.148 70,343
Additions 194 49 49 194 196 49 49 196
Dightal Video Subscribers
In Thousands - — = T r o=, e, TR R TR T G AT o e e
Adelphia (1) o TR TAer i34 T3 1763 1878 2,008 7 2156
AT&T - 3,325 3,116 3,165 3478 3,729 3,937 4,177 4,477
Cablevision 0 0 0 17 0 59 o2 145
Chaner Comutunications 1,344 1,585 1,951 2,145 2213 2,366 2,571 2,780
Comeas (1) 1,244 1472 1,698 1.869 1,999 2,113 2,253 2,398
Cox Communications 961 1,071 1,228 1,386 1,539 1,667 1,833 2,009
Insight Communications i \B3 201 230 258 TS . L AL,
AOL Time Wamer TG4 TTE260 T 3818 2999 13296 3,556 3887 4,254
Other 661 833 935 1,041 1.249 1,301 1,353 1,561
Totat Digital Subscribers 10,439 11,742 13,127 14,602 16,112 17.185 18,511 20,152
Additions [ 1617 1.302 1386 15650 1419 1.073 1,326 1,641
DBS
DirecT V (including PrimeStar) 9.840 10,015 10,297 10,702 10,952 11,152 11,402 11,823
Echostar 5,720 6,070 6,430 6.830 7,130 7,380 7.680 8,004
Total DBS 15.560 16.085 16,727 17.532 18.082 18,532 19.082 19328
Additions 800 525 842 405 550 450 550 746
ELinI Video Additions
In Thousands
Adelphia (1) 274 205 143 157 260 14 130 151
AT&T 556 ) 49 310 254 208 24 300
Cablevision 0 0 o 1" 23 2n 1 53
Chaner Communications 274 241 300 194 13 155 0% 210
Comeast (1) 161 228 226 171 130 114 140 144
Cox Communications 119 111 157 158 153 129 166 176
AOL Time Warner 360 336 318 424 297 260 332 367
Insight Communications 80 18 28 28 27 23 29 33
Other
Total Digital Cable Additions 1,523 7.130 1.284 1.459 1211 1.021 1.274 1,433
DBS Additions
DirecTV 340 175 282 405 250 200 250 42
Echostar 460 350 360 400 300 250 300 324
Total DBS Additions 800 523 647 805 550 450 350 746

E= Morgan Sianley Research Estimates
{1} Figures shown are adjusied to digital subscribers. Both ADLAC and CMCSK report digital sei-jop boxes. Assumes I.25 boxes per subscriber
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Exhibit 27
Digitai Video Subscriber Additions vs. DBS Subscriber Additions, Annual
In Thousands
Pro Forma
Subscribers 2000 2001 2002E 2003E 2004E 2003E 2006E
Adelphia 5,795 5810 5,836 5,861 5,885 5,906 5933
ATET 13,702 13,560 13,628 13,696 13,764 13,833 13,902
Cabievision 2,960 3.008 3,042 3077 312 3,148 3,184
Charter Communications 6,954 6,954 6,988 7,023 7,059 7,004 7129
Comeast 8,387 8,471 8,552 8,632 87 8.789 8,866
Cox Communications 6,193 6,238 6,282 6,326 6,370 6,414 6459
Insight Communications 1,279 1,284 1,297 1,309 1321 1,333 1,345
AOL Time Warner 11,158 11,214 1H2W  1),328 ~ 11,379 11,431 11,483
Orther 12,942 13,316 139_!_3 13,450 l3éi7 ]3,._585 13.652
Tota! Basic Subscribers 69,369 69,855 70,278 70,698 38 71,536 71.95¢
Additions 831 486 43 42] 419 419 418
Digital Video Sebscribers
In Thousands N _— o
Adelphia (1) 723 1,503 1% 2,1 3267 3,597 . 3,809
ATET 2,430 3,475 4,477 52158 5879 6454 . 6953
Cablevision 0 17 145 466 790 948 - 1,243
Chaner Cornmunications 1,178 2,145 2,780 3,308 3,721 4,127 4,549
Comeast (1) L6 1,869 2398 . 2819 3239 3,570 3,852
Cox Communications T 842 1,386 2,009 2,535 3,010 3,427 3,798
Insight Communications 152 258 370 494 642 T96 900
AOL Time Warner 1,564 2.976 4,254 5,441 6,263 6,930 7,495
Other 718 1.04] 1,561 1,707 l‘%Z 2'1 79 2,374
Total Digital Subscribers 8,823 14,670 20,152 24,774 28,684 32,028 34973
Additions L 5132 S.847 5,482 4,622 3,910 3,344 2.943]
DBS
DirecTV {including PrimeStar) 9,500 10,702 11,823 12,553 13,050 13,447 13,804
Echostar 5.260 6,830 B, 148 9,120 9.866 10,462 10,998
Totsl DBS 14,760 17,532 19,971 21.673 22915 23,909 24,802
Additions 3271 2,772 2439 L7102 1.242 993 893
_Digitsl Video Additions
In Thousands
Adelphia (1) 489 780 655 612 496 331 212
AT&T 1,014 1.045 1,002 738 664 575 498
Cablevision ] 17 127 k¥i| 2as 247 206
Chaner {ommumicauons 1.020 90% 630 527 4] 4lo 422
Comeast (1) 772 653 529 44) 400 n 282
Cox Communications 49] 544 623 52¢ 475 417 37
AOL Time Wamer 1,154 1412 1,278 1,187 823 666 565
Insight Comnmunications 71 106 112 124 148 154 104
Other 118 323 520 146 256 216 1985
Total Digital Cable Additions 5.132 5847 5.482 4,622 3910 3,344 2,945
DBS Additions
DirecTV 1.421 1,202 1,121 729 497 397 357
Echostar 1.850 1,570 1,318 972 745 596 536
Total DBS Addition 3,271 2,772 2,439 1,702 1,242 993 893

A= Actual, E= Morgan Stanley Research Estimaies
f1) Figures shown are adjusted to digital subscribers. Both ADLAC and CMCSK report digital sei-top baxes. Assume 1.25 boxes per subscriber
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Exhibit 28
VOD Subscriber Forecast, 2001-2006E
in Thouwsands
Pru Forma
2001 2002 2003E 2004F 2005E 3006E
Digita) Homes Passed
Adelphia 9349 9,692 9538 9.508 . 10,138 10287
ATET 23,337 24922 25296 25670 26006 26,452
Cabievision 550 4420 4486 4553 4622 4,691
Chaner Comsnunications 10,638 11,249 11437 11,628 11,822 12,09
Comeas 13,596 13,864 14,072 14283 14,497 14,7k5
Cox Communications 9,258 9424 9,565 9,700 9,854 10.002
Insight Communications 1,144 2,170 i iy - - LN & LI 5.
AOL Time Warner 18266 18.540 nss 00 0 19387 19,678
Other 7,500 7,500 7,500 7,500 7,500 7,500
Toul 91330 101,78} 103,214 " 104,669 106,145 107.646
Top & as % of Youa! 2% 23% [ A Y or% Y
Digital Video Subscribers
Adelphia 1.503 2,159 2™ . 8267 - r 3,597 - 1,500
AT&T 3475 4477 5218 LY I 654 6,953
Cablevision 17 145 466 - 00 . 948 1,43
Charer Communications 2.145 2,780 3308 . . 371 4,17 4,549
Comeas 1869 2,398 2,839 3239 3,570 1.852
Cox Commumnications 1,386 2,009 2,535 300 3427 3,798
Insight Communications 25% 370 494 6T 96 00
AOL Time Wamer 297 4254 $.441 6,263 6,930 7.495%
Other 1.041 1.561 1,707 1.962 2,179 2374
Total 14.670 20,152 24,174 28.684 32,028 497
Top & av % of Toral 934, 92% 93% 93% 93% y3%
S-VOD Subscribers
Adelphie [+l 110 110 1,960 2,880 3,810
ATET o 350 1.560 3530 5810 6,950
Cablevision 2 140 470 700 950 1,240
Charter Communications 50 450 1,650 2980 4,130 4,550
Comeast ¢ 430 2,130 2920 1,570 1.850
Cox Communications L] 0 1.520 2410 3430 3,800
Insiph Communications ¢ 40 490 640 [ 4] 900
AOL Time Wamer 150 60 1260 LX) 6970 7.490
Ot « 1] 7 St 1,090 | .obér
Total 100 2,160 12,360 20740 29,590 34,250
S$-VOD Penetration of Digital Subs
Adelphia 50% 50% 0.0% 60.0% 80.0% 100.0%
AT&T 0.0% 7% 30.0% 60.0% 90.0% 100.0%
Cablevision 100.0%. 100.0% 100.0% 100.0% 100.0% 100.0%
Chaner Communications 2.5% 17.3% 50.0% 80.0% 100.0% 100.0%
Comcas 0.0% 18.0% 75.0% 90.0% 100.0% 100.0%
Cox Communications 0.0% 0.0% 60.0% 80.0% 100.0% 100.0%
Insight Cormmunications 0.0% 10.0% 100.0% H00.0% 100.0% 100.0%
AOL Time Wamner 5.0% 143% 60.0% 80.0% 100.0% 100.0%
Cther 0.0% 0.0% 10.0% 30.0% 50.0% 70.0%
Total 2.0% 10.7% 49.9% 72.3% 92.4% 97.9%
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Exhibit 28

$-VOD Subscriber Forecast

Broadband Cable Television — April 5, 2002

In Thousands

Pro Forma
Subscribers 2000 2001 2002E 2003E 2004E 2005E 2006E
Adeiphia 5,795 5,837 £895 5951 6,006 6,060 6113
AT&T (1) 13,702 13,560 13,628 13,69 13,764 13,833 13,902
Cablevision 2,960 3,008 3,042 3.077 3112 3,148 3,184
Charter Communications 6,954 6,960 6,995 7030 7,065 7.100 7136
Comcast 8,387 847 8,552 8,632 8711 8,789 8,866
Cox Communications 6,193 6,238 6282 6326 6370 6414 6459
Insight Commumications 1279 1,284 1297 1309 O 1321 7 1,333 1,345
AOL Time Wamer 11,158 11,214 11270 T N3 N3 11,431 11,483
Cther 12,942 13,283 13,350 13,417 13.484 13,551 13.619
Total Basic Subscribers 69,369 - 69,855 70310 70,762 71,212 - 71,660 72,107
Additions 831 486 455 452 . - 450 A48 47
Digital Video Subscribers — ,
In Thousands - o T
Adelphia (2) 723 1484 1914~ 2368 28020 9T 3498
AT&T (1) - 2430 07 3475 . 447740 5215 SBT9 - 6454 695
Cablevision 0 17 145 466 - 700 - 48 1243
Charter Communications 1,178 2,145 2,780 3,308 3,721 4,127 4,549
Comeast (2) 1216 1,86% 2398 . 2839 | 3239 3570 3,852
Cox Communications 842 1,386 2,009 2,535 3,010 3,427 3,798
Insight Communications 152 258 370 543 697 864 992
AOL Time Wamer 1,564 2,976 4254 540 6263 6930 7495
Other 718 1,041 1,561 1,707 1,962 2,179 . 23M -
Total Digital Subscribers 8.823 14,650 19,908 24420 28274 31,679 34 752
Additions I 5,132 5.828 5,257 4.3)3 3,854 3,405 3.073]
DRBS
DirecTV (including PrimeStar) 9,500 10,702 11,823 12,553 13,050 13,447 13,804
Echostar 5.260 6,830 8.148 9,120 9,866 10,462 10,998
Tostal DBS 14,760 17,532 19971 21,673 22915 23,909 24,802
Additions 3277 2772 2,439 1,702 1,242 993 93
Digital Video Additions
In Thousands
Adelphia {2) 4R0 760 4 454 434 7 It
AT&T (1} 1,014 1,045 1,002 738 664 575 498
Cablevision 0 17 127 k7§ 235 247 296
Charter Communications 1,022 967 636 527 413 406 422
Comceast (2) 772 653 529 44] 400 n 282
Cox Communications 49) 544 623 526 475 417 n
AOL Time Warner 1,154 1412 1,278 1,187 823 666 565
Insight Communications 71 106 112 173 154 168 127
Cther 118 323 520 146 256 216 195
Total Digital Cable Additions 5,132 5,828 5,257 4,513 3,854 3,405 3,073
DBS Additions
DirecTV 1421 1.202 1121 729 497 397 357
Echostar 1.850 1,570 1318 972 745 596 536
Total DBS Addirions 3277 2,772 2,439 1,702 1,242 993 893

Ex Morgan Stanley Research Estimates
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Exhibit 30
North American VOD Rollout

VOD Vender MSO Market Patiorms Es. Start Baslt Sebs Curreat Status.
Concurrent Biue Ridge Comm. NE PA SFA 1Q02 170,000 Commercial Daployment
Comcast Albequerque, NM MOT 1H02 22000 Commercisl Depicyment
Lower Marion/Willow Grove, PA MOT H2 80.000 Commercial Deployment
Mobile, AL MOT 1HO2 08,520 Commerciat Depioymant
Savansh. GA MOT 1H2 110,051 Commaercial Dapioyrent
4 undisclosad SFA and MOT 2002 443,428 Announced
Congeco Ontaric snd Quabec MOT 1H02 TIS,000 Commerciat Dapioyment
Com San Diego, CA SFA 1002 528,000 Commercial Dapioyment
Phoenix, AZ SFA R[] 812,000 Commencial Daployment
Hampton Roads, VA MOT 1Q02 780,500 Commencial Depioymen
Medk . dL M MOT 4Q01 NA  Announced
Time Warner Orando, FL SFA Hon 471000 Announced
Oshu HI SFA 4000 zso.ooo -Commerical Deployment
Tempa/St. Peta, FL SFA 200 925,000 ‘Comemancal Daployment
Housdon, TX MOT 01 . 50,000 Arvwaxwed
Columbia, SC SFA 3001 328,000 Trisl
Myrtia Beach, SC SFA 210 100,000 Announced
Sumarville, BC SFA ;N0 - 26000 Arntunosd
Cincinnati, OH SFa 300 332,000 Tried
7 Unchaciosed SFA ' 1.750.000 Arnounced
Undisciosed 2 Undisclosed NA NA NA
N
Dive ATAT Atlorks, GA MOT 4000, 000 Commarcial Depioyment
Los Angeies, CA MOT Q00 T 480,000 Commaerciel Deployment
Pittstargh, PA MOT 2+ ©10,000 Pianned Deployment
San Francisco, CA MOT 2H 70,000 Piannad Depioyment
- ct E WA MOT 4009 21,000 Trisi
Noveto, CA MOT 2008 17,500 Trie!
Charter Ft. Worth SFA 2001 156,000 Commerical Daployment
5t. Lows MOT 2Q0 477,000 Commerical Deployment
Pasadens. CA SFA 4000 Commarical Deployment
Burbank, CA SFA oo Commerical Deployment
" Glendale, CA SFA 3001 Commaerical Deployment
Momerey Park, CA SFA 300 Commencal Deployment
Long Besch, CA SFA o Commaricel Deploymant
LA Totwi: 425,000
Atipntas, GA MoY 1000 153.500 Cormmarical Deployment
Greenville-Spertanburg, SC SFA 3Q01 230,000 Commerical Deployment
Hickary, NC MOT 3001 118,000 Commerical Deployment
Shidell, LA MOT 3Q01 Commarical Deployment
Newtown, CT 1002 58,000 Commarical Deployment
Birmingham. Al SF2 4007 120.000 Commerical Depioyment
_ Insight Rockfard, IL MOT 4089 78,100 Commerical Deployment
Columbus, OH MOT 1001 88000 Commarical Deploymernt
Everwvile, N MOT Q01 50,400 Commencal Deployment
Loiusvile, KY MOT 3a0m 256,900 Commaerical Deployment
Laxington, XY MOT 3m 85,000 Commerical Daployment
Champaign-Urdena, 1L MOT 4001 51,400 Commerical Deployment
Covington, KY MOT 4001 81,000 Commaerical Depioyment
Bloomington, IN MOT “QMm 79.000 Commerical Deploymant
Anderson, IN MOT 4Q01 112900 Commerical Deployment
Latayetts, IN MOT 4001 40,000 Commarical Deployment
- Kokomo, IN MOY 4001 28,000 Commaricat Deploymant
Toisl: 4,001,700

E = Morgon Sianley Research Esiimates
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Exhibit 31
North American VOD Rollout {continued)
VOD Vender MSO Marhet Fintform Est. Start Basic Sabs
nCube Tiene Wames Los Angeies, CA SFA 2002 383.000 Commuercisl Deployment
Green Bay, W1 SFA
WMitwaukee, Wi SFA
Minnsapolis, MN SFA
Memphis, TN SFA
Manhattan, NY SFA
2 Undisciosed SFA
Time Wamae Towsl 3,000,000
WINfirst Sacramento, CA 4001 Commarcial Deployment
Seren Innovations  Concord, CA a SFA 2000 Commercisl Deployment
51, Cloumd, MN SFA 2000 . - - Commarcial Deployment
Shaw Cablesysisms Cdp-y- . Canada MOT 2002 Commarcial Deployment
I Tom: _2m3.000 '
SeaChange  Adeiphis PONY Ring {(PACHNY)} SFA 4001 1,300.000 Commerciat Deploymant
Clevelend, OH 4001 577000 Commercial Dapicymant
Gablevision NY Matro SonyHamonic 40 2,600,000 Commercial Deployment
Comcast Alaxandria. VA - SFA .- 400 . Comenercisl Ouploywment
Battimore, MD MOT 4001 Commartisl Deployment
Chervy HEll, NJ MOT 4001 Commercial Deploymant
Union, NJ 4001 Commmertial Deployment
Monmouth, Co., NJ 4001 Commarciat Deployrmant
Comcast Totat: . - - 3,132,000
Time Wamer Austin, TX SFA 4000 304.000 Commercial Deployment
14 Undisciosed SFA snd MOT 100 3,135,000 Unsrmounoed
Linannounced Linenounced NA NA
Total: 9,351,000

E = Morgan Stanlev Research Estimates
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Exhibit 32
Total Multichannel Videc Forecast
(In Thousands)
1998 1990 2000 2001 2002E 2003E 2004E 200SE 2006E
Total TV Households 103.094 105443 106721 107468 108221 109705 111213 112732 114264
Total Basic Cablc Subscribers 67,011 68,538 69,369 69,855 70278 70698 nny 71,536 7,954
Total DBS Subscribers B,694 11.489 14,760 17,532 19,971 21,673 22915 23,909 24,802
% Overlap 20% 20% 20% 20% 20% 20% 0% 20% 20%
Total Overlap {1,739) (2298)  (2952)  (3.506)  (3.9%4)  (4335) (4583}  (4.782) (4.960)
Total Multichannel Subs 73,966 77,729 81,177 83,880« 86255 88,037 §9,450 20663 - 91,79
Growth YoY%
Totwl TV HH 3.1% 23% 12% 0.7% 0.7% 1.4% 1.4% 1.4% 1.4%
Tora) Basic Cable 1.6% 23% 12% 0.7% 06% 0.6% 0.6% 0.56% 0.6%
Total DBS Subseribers 383% 32.1% 28.5% 18.3% 13.9% - 85%. . 5% 43% 3.7%
Total Overlap : 38.3% 32.1% 28.5% 188%  139% . . BS% 5.7% 43% .. 3.7%
Totat Multichannel Subs 4.2% 5.1% 4.4% 33% 2.8% 2.1% 1.6% 1.4% 1.2%
_ _ P RN
Penetration % of Total HH ’ . : :
Total TV HH 1000%  100.0%  1000%  100.0% - 100.0%  100.0% - 100.0% 100.0%  100.0%
Total Basic Cable 65.0% . 65.0% 65.0% 65.0% 649% . 64.4% 63.9% 63.5% 63.0%
Total DBS Subscribers 3.4% 10.9% 13.8% 16.3% 18.5% 19.8% 20.6% 21.2% 21.7%
Torel Overlap 1% 2% 2.8% 3.3% 3% 4.0% “4.1% 42% -4.3%
Total Multichannel Subs 71.7% 73.7% 76.1% 78.1% 19.7% 80.2% 80.4% 80.4% 80.3%
Additions
Totel TV HH 3,094 2,349 1278 747 752 1,484 1,508 1,520 1,532
Total Basic Cable 1,082 1,527 83l 486 423 421 419 419 418
Total DBS Subscribers 2,407 2.19% 3271 2172 2,439 1,702 1,242 993 93
Totl Overlap (481) (559) (654) (554) {488) (340) (248) (199) (179)
[ Total Multichannel Subs 3,007 3,763 3,448 2,703 2,375 1,782 1,413 J.213 1,133

Source: NCTA, Morgan Sianley Research Estimates
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Exhibit 33
Comparative Analysis of DBS and Cable Packages

DIRECTV DISH Adelphla AT&T (1) Charter Comeast Cox (2) Insight {3) Time Warner (4)

Select
Package Name Cholce*** Top50**  Limited RBasic  Baslc Service  Bask Service  Limited RBasic  Basic Service  Basle Serviee Basic Service
Package Price $2798* C2R.98* NA $11.90 $14.50 NA $11.06 NA $13.62
Analog Video Channels — — - 27 30 - 25 23 27
Digita) Viden Channels 54 68 = = = = = = =
Totat 54 68 —— 17 30 — 25 b2 17
Cost per Video Channel $0.52 $0.43 — 0.43 0.48 — 0.45 NA 0.50
Package Name Total Cholce Top 180 Standard Standard Standard Standard Standard Stsndard Standard
Package Price $37.09* %1798+ £33.00 $35.71 £37.50 $35.00 $37.13 $31.00 $39.30
Analog Video Channels -— - 72 69 T0 3 72 63 72
Digital Viden Channels 83 H9 = = = = = = =
Total L] e n @ 70 73 7 (% £5)
Cost per Video Channe! $0.46 $0.32 046 0.52 0.54 048 052 0.59 0.55
Package Name Toial Chalce Top 156 Basic Digltal  Digital Bronze RBasle Digital Rasic Digital Basle Dighal Rasic Digital Basic Digital
Package Price $51.09% t45.98* $41.00 $44.87 $47.95 $55.00 349.59 $51.49 $50.65
Amalog Video Channels - — 12 69 70 73 72 63 72
Digitat Video Channels Lo 181 2 19 EY) 1 29 7] sl
Total "o 151 LY ] 1L} e " s m
Cost per Video Channel $0.47 $0.3 $0.43 $0.51 3047 $0.50 $0.49 $0.45 30.41
Package Name Tatal Cholee America's Digital + AH Pightal Platinum Pigitsl MVP Dighe! Platinem  Digital Detuxe  Diglist Deluze Digtiat Preminm
Premier Frerything Premivms

Package Price $85.99% $78.98* $68.00 $78.38 $67.95 $85.00 $81.92 $71.49 $TR.75
Analog Video Channcls -— - 72 69 10 73 72 63 12
Digital Video Channels 153 185 32 67 ; 7] i 10 [} ' 21
Total 153 185 13 136 132 156 142 132 168
Cost per Video Channcl $0.56 $0.43 $0.52 $0.58 $0.51 $0.54 $0.58 $0.54 $0.47

* includes the cost of local programming. We have included § Incal channels per market, however, in the must carry environment, the number would vary by market,

** Formerly Top 40 )

(1) AT&T Programiming is a weighted average of the differert offerings avaitable in the Bay Area, CA, Denver, CO, Dilfas, TX and Porttand, OR.

(2) Cox Programming is a weighted average of the different offerings available in Orange County, Hamplon Roads, New Orleans, New England. San Diego and Phoenix
(3) Insight programming based on a weighted average of oficrings available in Louisville, KY and Bloomington, IN.

(4) Time Warner Programming is a weighwed average of the different ulhin!gvaihble n New York, Houston, Tampa, Rllei!h and Chatlotte.

Source: Company Data
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